
















































































































TAB B 
ILLUSTRATIO::'\S OF SPECIFIC OPTIONS WITH 

COST IMPLICATIONS 

In order to provide you with a better feeling for the implications 
of the four broad options, specific detailed proposals are constructed 
·below around each of the options. The illustrations are a combination ' 
of specific program details designed to meet the needs for controlling 
program growth and limit eligibility combined with responsible 
program design and efficiency. Once you select a broad program 
option, the Review Groupwill develop a detailed proposal around it. 

Option I -- Continue the requirement that eligible persons must 
pay for their stamps but tighten eligibility and deductions. Higher 
income families ·would be eliminated and program growth limited. 
Under this specific proposal, the maximum gross income a family 
of four could receive and still be eligible would be about $8, 600 
annually, as opposed to a virtually unlimited ceiling now which 
could extend to over $12,000. 

This option provides that: 

Eligible persons must spend 25 percent of their 
income for stamps. 

Deductions would be limited to $75, and the 
education deduction would be eliminated. 

The previous month's earnings would be con­
sidered in determining eligibility. 

The stricter AFDC work test would be applied. 

Automatic eligibility for AFDC and SSI recipients 
would be curtailed. 

The same asset test as in the current program 
would be applied. 

This option would eliminate most students and strikers from the 
program. It would not reduce administrative costs 

This option would be expected to save between $. 1 and $. 6 billion 
annually. 

,!•Cost estimates supplied by DHEW 
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Option II -- Eliminates the requirement that recipi~nts put up cash 
and issue only the bonus or subsidy value in stamps. Administration 
would be simplified somewhat and the amount of stamps in circulation 
would be reduced. This option would also cut off eligibility at a 
maximum gross income level of about $8, 600. The bonus value 
would be related to an expenditure of 25 percent of a person's 
income for food with a cap of $75 for deductions. Eligibility would 
be based on the average monthly earnings over a prior three month's 
period instead of one month. 

In effect, this option would be identical to Option I except that the 
recipient would be provided the bonus value of the stamps without 
any purchase required. 

This approach could reduce costs, but not as much as the fi:rst 
option since it is expected that participation would increase. 

Option III-- For those already receiving welfare (AFDC and SSI), 
the value of the Food Stamp bonus would be added to their checks 
in cash. Others who are eligible for Food Stamps but not welfare, 
such as a working, intact family or single person, would receive 
the bonus in stamps. 

All other provisions of Option II would apply to this option. It 
would remove approximately 75 percent of the stamps from 
circulation, and reduce the number of government employees 
now involved in administering Food Stamp coupons. 

Estimates for this option range from a cost increase of $. 5 billion 
to a saving of $. 4 billion. 

Option IV -- Eliminate Food Stamp coupons altogether and provide 
benefits in cash to all participants. The provisions of Option II 
would apply except that the benefit reduction rate would be 
increased to 40 percent of income instead of 25 percent. This 
would cause the maximum eligible income level to be reduced 
from the $8, 600 level to $5, 900 because the preference o£.!:7 
recipients for the more flexible purchasing power of cash over 
stamps allows a moderate benefit reduction. 

Option IV is an incremental step in the direction of reform of the 
welfare system. By eliminating stamps entirely, administrative 
costs would be reduced significantly. 

' r 
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It is estimated that this option would decrease costs by $. 7 billion 
·to $1.4 billion. 

' ' 
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COMMENTS BY PARTICIPANTS OF THE FOOD STAMP REVIEW GROUP 

Alan Greenspan 

"My preference is for Option I with the following features: 

Continue subsidy in form of Food Stamps but with the purchase 
requirement. 

Change income eligibility provisions b'y: 

1) gc:;>ing to a 12 month accounting period; and 

2) limiting deductions to taxes, medical expenses exceeding 
8 percent of income, child care expenses for children 
age 6 or under only in households where all adults work 
2.5 hours or more a week and with a cap on the deduction 
of $35 a week per household. 

Eliminate any provisions for categorical eligibility. 

Include in the asset test the equity value of all assets, including 
owner occupied homes, with a deduction of $500 for personal 
possessions, and $500 for tools needed for work. 

Go to Federal-State matching system for funding, but retain 
Federal standards and State administration. 11 

L. William Seidman 

"Option I. .. seems best suited to ease the problems since it attacks 
both the eligibility and deduction. At the same time, it does not 
remove from the individual receiving the stamps all responsibility 
for making food provisions. Selection of-Option II .•• relieves the 
recipient of the existing portion of responsibility. Options III and IV 
take the form of cashouts, which as stated in your memorandum, 
might be considered in the context of long-term welfare.~form. 

Our recommendation would be Option I with a standard deduction. 11 
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Caspar W. Weir:a ~rger 

. "We ... agree \vith the four major options that are presented. I 
strongly endorse Option IV. At the same time, I oppose any option 
which does not significantly move towards cash-out. 11 

John Dunlop 

"I would like to endorse. . • Option II. 

Option II does move away from the voucher position toward cash • 

• • • given our reading of the political climate and the apparent 
inclination to effect economies, while at the same time continuing 
a program which seems uniquely geared to the needs of and 
utilized by the lowest income groups, we would support Option II. 11 

USDA 

Indicated support of the concepts in Option I. The Department 
indicated that they could not verify the cost and savings figures. 
They also recommended that USDA be given legislative authority 
to test Option II on a limited basis. 

Treasury 

Indicated their support for the concept of Option I by telephone 
on July 31, 1975. 



i THE WHITE HOUSE 

WASHINGTON 

August 27, 1975 

MEETING TO DISCUSS 
FOOD STAMP. ISSUES 

Thursday, August 28, 1975 
2:00 p.m. (30 minutes) 

The Cabinet Room 

From: Jim Cann~(., 

I. PURPOSE 

This meeting is being held to: 

1. provide an opportunity to discuss key issues 
at the root of all the various options for 
reforming the Food Stamp program and 

2. get your guidance for developing recommendations 
that will assist you in making final decisions 
on a comprehensive reform proposal. 

II. BACKGROUND, PARTICIPANTS, AND PRESS PLAN 

A. Background: 

You received an August 12 memorandum by a Domestic 
Council Review Group which is studying the Food 
Stamp program. This memorandum outlined four 
possible approaches to resolving the Food Stamp 
problem. Your guidance is needed at this point 
on key philosophical directions. 

B. Participants: 

Secretary Butz 
Secretary Mathews 
Secretary Dunlop 
Deputy Secretary Gardner 
Don Rurnsfeld 
Jack Marsh 
Robert T. Hartmann 

Jim Lynn 
Alan Greenspan 
William Seidman 
Jim Cannon 
Jim Cavanaugh 
Art Quern 
Jack Veneman 
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C. Press Plan: 

To be announced. 

III. ISSUES 

There are a number of basic questions which seem 
to be central to all proposa1s for reform of the 
Food Stamp program: 

1. Nutrition vs. Income Supplement 

1ro s What is the goal of the program: Is the program 
(J' (LISW' meeting its or&inal goals of rai.sing the 

~ ,r ~~ L...t) nutritional irltake of low income families and 
,~ ~~ creating a market for surplus farm products? 

~~ rt.~ . Or, in fact, is it simply another income 
n~ supplement program? 

/- I i) - l.i ,/). IV ~ 1 t.(>, -z;:;-
~/ 2 ~ Cash vs. Statups n., ' J14 ~ a,u,Vf\ j..._,J-

--t" ~#~ If it has become and should remain an income 
supplement program, should we move toward ~J 
replacing stamps with cash? ~ ~ -r--

3 • Move to HEW 

Regardless of whether or not stamps are replaced 
with cash, should we consider transferring the 
administration of the Food St~rogr~ t~EW? 

~ _.f.J.. C4~ ~ lUO 
El . 'b'l't ~ ~ • 1g1 1 1 y -

Should the program be designed to limit participation 
solely to those in need as defined by: 

such as 
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5. Eligibility and Work 

Should all able-bodied adult recipients be 
required to register for and accept available 
work in order to be eligible? For example, 
should this include college students and strikers? 

State Participation 

Should an attempt be made to include state 
participation in the cost of the benefits? 

• 



THE WHITE HOUSE 

WASHINGTON 

August 28, 1975 

MEMORANDUM FOR: JIM CANNON 

UGJ-~ 
{1Aj~ -

FROM: ART QUERN 

SUBJECT: Food Stamps Talking Points ~J ~ ~~ ( ~ 
IN ~ LV' ~t( 1),;~ 1 

The following points should ~e maae at the start of 
today's meeting with the President: 

1~/..J~( 
l~~r 

~G..J-
1. Seeking Guidance Not Final Decisions 

~~ 
Our discussions today are aimed at seeking your 1 ~ 
guidance on some of the key philosophical issues 
which are at the root of all food stamp issues. 

2. Another Meeting Will Be Scheduled 

Once we have that guidance, we will develop it 
into specific options for your consideration and 
a second meeting will be scheduled to discuss 
those options. Options in by September 10. 

3. Parallel Issue of Court Decision 

On June 12, the U.S. Court of Appeals ruled that 
the present program was not adequately providing 
for the nutritional needs of participants. The 
court decision was based on the premise, in the 
current law, that this is a nutritional program. 

--This ruling runs counter to all the reform 
efforts we are considering. 

--The Department must, however, by September 5, 
publish proposed rules which comply with this 
decision. 

--These rules are ready in draft form now. 
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--But we would, with your approval, like to include 
a preamble, based on today's guidance, which: 

1. points to the fact that we are forced by the 
court decision to issue these regulations 

2. that they move in directions we think unsound 

3. that we will be proposing legislation to 
reform the program. 

4. Michel Bill 

As you directed, we have had extensive discussions 
with Michel and his staff and have concluded: 

A. The Michel bill--also sponsored in the Senate 
by Senator Buckley--makes·a number of 
important improvements and most of the options 
we have considered could be proposed as 
Amendments to Michel's bill. 

B. The Michel bill has two distinct advantages: 

--there are no clear savings but there are 
substantial reductions in caseload. 

--it has a very severe work disincentive. 

c. Michel returns to Washington this afternoon, 
and I expect to meet with him early next week. 
I also expect to talk to Senator Buckley, who 
is campaigning in New York, by telephone 
tomorrow. 
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